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Verizon Wireless (“VZW™)! respectfully comments on the Tennessee Regulatory
Authority (“TRA”) Contested Case concerning the potential application of the state Universal
Service Fund (“USF”) contribution requirement to CMRS providers.” Under Tennessee
statute, the TRA has the discretion to exclude CMRS carriers from its USF contribution
framework, and there are strong policy reasons weighing in favor of such a wireless exception.
If, despite these factors, the TRA decides to subject CMRS providers to this requirement, it
should at least apply the appropriate contribution discounts for mobile-to-mobile and landline-

to-mobile traffic.

! Verizon Wireless is the successor organization to GTE Mobilnet, which has previously been granted status as a party
to this proceeding.
2 In its May 1998 order on intrastate universal service issues, the TRA directed that “all provéders of intrastate
telecommunications services in Tennessee, regulated or not, shall be required to contribute to the intrastate
Universal Service Fund.” Interim Order on Phase I of Universal Service, Docket No. 97-00888 (May 20, 1998). At
the TRA’s Pre-Hearing Conference on April 3, 2001, conference attendees were invited to submit comments by
May 14, 2001 on the issue of whether the TRA may request revenue information from CMRS providers and
ultimately require them to contribute to the state USF.

1
252199v1



I. THE TRA SHOULD NOT IMPOSE A CONTRIBUTION REQUIREMENT ON
CMRS PROVIDERS

The TRA Has the Discretion to Exclude CMRS Providers from Its USF
Contribution Framework

Under the Tennessee statute, the TRA has the discretion not to require wircless carriers to
contribute to the state’s intrastate USF program. The statutory provision on the intrastate USF,
T.C.A. section 65-5-207, states that the TRA shall require “all telecommunications service
providers” to contribute to the support of universal service. The term “telecommunications
service provider,” however, is defined by the statute to include only incumbent local exchange
telephone companies, certificated individuals or entities, and individuals or entities operating
pursuant to TRA franchise authority. T.C.A. § 65-4-101. CMRS providers do not fall into any
of these categories, and, as a result, the TRA should exclude wireless carriers from its USF
contribution requirement.’

Several Policy Factors Weigh Strongly in Favor of a CMRS Exception

1. Exclusion of non-regulated entities

From a general policy perspective, subsidies designed to reduce the price of regulated
telecommunications services should be funded only from the revenues of other regulated
businesses. Such a policy keeps the redistribution of regulated subsidies among regulated
businesses and within a process that allows those businesses to appeal to the relevant agency for
offsetting treatment if necessary. In the instant proceeding, the TRA should act in a manner

consistent with this principle. Given that the TRA does not (and cannot) regulate the rates of

? Federal statute leaves these intrastate USF policy questions to the states. The Communications Act of 1934
permits, but does not require, the states to subject wireless providers to intrastate USF contribution requirements.
See 47 U.S.C. §254(1).
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wireless providers,® the TRA should not impose a contribution requirement on these wireless
providers. Refraining from such assessments is particularly appropriate given that Verizon
Wireless will have no legitimate opportunity to itself receive any USF subsidies.
2. Discretionary nature of wireless services

In deciding whether to impose an intrastate USF requirement on CMRS providers, the
TRA must account for the fact that wireless service is a discretionary service for most
consumers. Consumers are likely to be sensitive to increases in wireless rates, and, by raising
wireless carriers’ costs, these additional assessments could reduce demand and shift consumer
spending away from wireless services. This result could dampen the wireless growth and
innovation that has to date yielded great public interest benefits for consumers in Tennessee and
elsewhere. The TRA should bear in mind that consumers are already frustrated with the number
of fees, taxes, and other charges on their bills -- there is currently a national average of an 18%
tax on telecommunications industry sales, compared to an average 6% tax on main street

businesses.’

3. Treatment of other service providers
It would be unfair for the Commission to impose its contribution requirement on wireless
carriers, given its dissimilar treatment of other emerging communications alternatives. In
particular, while the TRA 1is certainly aware that the Internet is the most rapidly developing

telecommunications alternative to wireline service, it has given no indication that it is

-

* See 47 U.S.C. §332(c) (preempting state rate and entry regulation of CMRS providers).

3 50-State Study and Report on Telecommunications Taxation, Committee on State Taxation, November
29, 2000.
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considering applying its contribution requirement to ISPs. Nor, for example, will the TRA’s
contribution requirement apply to cable operators and their expanding telecommunications

offerings.

II. UNDER ANY CIRCUMSTANCE, REVENUE FROM MOBILE-TO-MOBILE

AND LANDLINE-TO-MOBILE TRAFFIC SHOULD BE EXEMPT

If the TRA does impose a USF contribution requirement on wireless carriers, no USF
surcharge should apply to wireless revenues earned from mobile-to-mobile calls. Clearly, any
assessment imposed on a telecommunications service should at least bear some relationship to
the network functions subsidized by universal service. Wireless-to-wireless calls in many cases
do not rely on the network facilities that are subsidized by the proposed USF. Consequently,
such revenues from wireless-to-wireless traffic should not be assessed to support that system.®

Any wireless contribution requirement should also exclude revenue from wireline calls
terminating on a wireless handset. Otherwise, landline-to-wireless calls would be doubly
assessed as compared to landline-to-landline calls, because some wireless customers are charged
for at least some incoming calls. Clearly, this exception is necessary to maintain equity between
wireline and wireless providers.

CONCLUSION
For all of the aforementioned reasons, the Commission should exclude CMRS providers

from its intrastate USF contribution requirement. Ifit feels compelled to impose this

% Recognizing that “a portion of the [wireless industry’s] minutes is originated and terminated entirely over the
wireless network,” the State Corporation Commission of the State of Kansas in 1998 for this reason reduced
wireless carriers’ state USF assessments by 5.03%, and it recently adjusted this reduction to 9.69%. See Staff
Report and Recommendation Regarding Wireless Providers” KUSF Assessment, Docket No. 00-GIMT-236-GIT, at
1 (September 15, 2000); Order, Docket No. 00-GIMT-236-GIT (December 4, 2000).
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requirement, it should at least apply the appropriate contribution discount to mobile-to-mobile
and landline-to-mobile calls.

Respectfully submitted,

MM@V%/ o5
Dan H. Elr l/ ’

John Barclay Phillips

Miller & Martin LLP

150 Fourth Avenue North

1200 One Nashville Place
Nashville, TN 37219-2433
(615) 244-9270

Attorneys for Verizon Wireless

Charon Harris, Esq.

Stephen Berman, Esq.
Regulatory Counsel

Verizon Wireless

1300 I Street, N.W., Floor 400W
Washington, D.C. 20005

Date: May 14, 2001
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CERTIFICATE OF SERVICE

I hereby certify that on May 14, 2001, a copy of the foregoing document was served on the
parties of record by U.S. Mail, postage prepaid, addressed as follows:

Don Baltimore, Esquire
Farrar & Bates

211 Seventh Ave., N., #320
Nashville, TN 378219-1823

Mr. Richard Smith, President
Standard Communications Co.
302 Sunset Drive, #101
Johnson City, TN 37604

Mr. James P. Lamoureux
AT&T

1200 Peachtree St., N.E., #4068
Atlanta, GA 30367

T. G. Pappas, Esquire

Bass, Berry & Sims

2700 First American Center
Nashville, TN 37238

Russ Minton, Esquire
Citizens Communications
6905 Rockledge Dr., #600
Bethesda, MD 30817

Jon Hastings, Esquire
Boult, Cummings, et al
414 Union Street, #1600
Nashville, TN 37219

Dana Shaffer, Esquire
XO Communications, Inc.
105 Malloy Street, #100
Nashville, TN 37201
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Mr. Thomas J. Curran
360 Communications Co.
8725 W. Higgins Road
Chicago, I 60631

Ms. Nanette Edwards
Deltacom, Inc.

700 Blvd. South, #101
Huntsville, AL 35802

Guilford Thornton, Esquire
Stokes & Bartholomew
424 Church Street, #2800
Nashville, TN 37219

Cynthia Kinser, Esquire
Consumer Advocate Division
426 Fifth Ave., N., 2™ FIr.
Nashville, TN 37243-0500

William C. Carriger, Esquire
Strang, Fletcher

One Union Square, #400
Chattanooga, TN 37402

Henry M. Walker, Esquire
Boult, Cummings, et al
414 Union Street, #1600
Nashville, TN 37219

Mr. Richard Cys

Davis, Wright Tremaine
1500 K Street, #450
Seattle, WA 98101-1684



James Wright, Esquire
United Telephone - Southeast
14111 Capitol Blvd.

Wake Forest, NC 27587

Phoenix Network
555 17" Street
Denver, CO 80202-3950

Jack McFadden, Director

Dept. of Finance & Administration
598 James Robertson Pkwy.
Nashville, TN 37243-0560

D. Billye Sanders, Esquire
P O Box 198866
Nashville, TN 37219-8966

Mr. Michael Romano

Mr. Mark Pasko

Swidler & Berlin

3000 K. Street, N.-W., #300
Washington, DC 20007-5116
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Charles B. Welch, Esquire
Farris, Mathews, et al

618 Church Street, #300
Nashville, TN 37219

Jane Walters, Commissioner
Department of Education

710 James Robertson Pkwy., 6 FIr.
Nashville, TN 37423-0560

Val Sanford, Esquire

Gullet, Sanford, Robinson & Martin
230 Fourth Ave., N., 3" Flr.
Nashville, TN 37219-8888

Ms. Shelia Davis

Chaz Taylor, Inc.

3401 West End Ave., #318
Nashville, TN 37203

Guy M. Hicks, Esquire

BellSouth Telecommunications, Inc.
333 Commerce Street, Suite 2101
Nashville, TN 37201-3300
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John Barclay Phillips
Miller & Martin

150 Fourth Avenue North
1200 One Nashville Place
Nashville, TN 37219-2433
(615) 244-9270



